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HEMORAXDUM FROM: DINZCIOR, CENRAL INTELLIOEHCE AGERCY

BUBJECT s Bupply Situation of Chinese Communistis

The Chinese Cospmnists are confronted with certain scrious
economic difficulties, but these sre not expected to retard sig-
nificantly thelr militery conquest of China and their slimisatlen
of open political opposition. 7The Communist present aliltary
supsriority over the Hationelist ermed forces is overwhelming, and
furthermere the mejor campaigns of the war have alresdy been fought
and won by the Commundsts. The principal requirement of the
Chinsse Communists are snumersted below, with a brief discussion
of Chinese Comrunist cepebllities of satisfyling these regquirements.

v : :+ The present rescurces
af the Chipese Cormunists In erms, ammnition, snd ertillery
ars adeguats to sustain thelr present advance agsinst the Hatiomslist
armies. The largest operable arsenal in the Pur Bast (the Zukden
Arsezsl in Hanchuria) is loocsted in Comsmnist territory. At

full capacity, this mrsenal could supply almost &ll the require~
ments of the Chinese Comunists for small arms, ammunition, and
artillery. Although the inkden Arsemml Is now operating at only
partial gapscity, the Chiness Comrunists are still uble to draw
 supplies fron large arsensls in ether cities as well s {rom many
very small arsenals scattered throughout their territory. In
addition, the Chinese Comuunists lave & large supply of United
Btates squipment omptured from the Hationalist armies. It is
opbimated thet sbout 90 percent of the United States equipment
supplied to ¥utiommlist units in the field hes fallen to the Conme
munints,

» Traasportution, fuels, and lubricants: The reguirementse
of the Commmnist srnies for motor wehlcles, and other forus of
trensportation, &8 well as for the rusls and lubricants nesded to
maintain thelr vehicles, will mot sericusly handicap their advance
sgainst the Bationalists. The Chinese Comanist zrmles are narch-
iag srmies; only &« minimum of rellance heas Lewmn sieced on nechanical
medez of transport. Communist “orces which occupled Peiping were o
observed to have some USSR manufe. tured moter venlcles. g
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3¢ Signaj eommaications Co parstively little is iuown about
signal comwanication in t hinese Commmuist urmies beyond the
fact last their radis nets sre Frotedly a8 sdequete as those possessed
By the Natienalists. Require:ents in shis field, however, would
censtitute o relaiively minor part of the Comunists' overall
mteriel requiremcnts, snd so would probauy not preclude their con-
tlausd advence sguiret the Bationalists.

1., Food: Food requisitions fro: the surrounding countryside
mve Leen and will cantinue to be the method followe: for fo:ding
the Chinese Commuinish armies. Shortages of mechanical transportation
avallacle to the Commumingt armies suubth of tie Isngize Hiver reguires
looal requisitioning of food. 4iiltery operations for 1949 should
uot be lupedsd oy lack of food, although the admlitedly poor erop
sutlook may reduce the effectivensss of Comsunist propagands directed
at the civiliss population. The reduced 1948 erop will provably
result in famines in the spring of 1950 and encourage the Commnists
9 2o¢k an expansion of food imports.

2, Puol: China is almosi eutirsly dependent on isports o
mest its oll requiresents. For the present, the Betilenalist blook-
sds has effectively reduced oil shipuents to tiw Chinese Commnists,
although some Soviet gesoline has been reported moving inte Horth
Ching through lanchuris. IHuoh of China's ofl requiressnts can be
=t by eonvoersion of facilities to ooul. ZTransportation bottla=
uecks snd Batioualist alr herrassment of shipping and rail lines,
bowever, haws effectively reduced the aveilacility of this fuel
te ths Chinese econciuys The coul snortage has contributed to
depression snd wideapread unenploym ut in Shanghal snd other citlies
sscupied by the Commurists. Comsunist success in propagandising
the wban proletariat will depend oo large part 9o their successes
attained iu solving this umemployment proclem in the citises.

3. Cptton: Chica's zost icportaut industry - textils =ills -
will depend on imports of cotton next year (possibly 2 million bales)
if 1t 1s to operats at normel oapscity., The Mationulist tlockade
and Communint shortsze of foreign szchange, however, will necessarily
eut down on 1-ports and force operutions at less thes sorual capacity.
The Communists ure now sttexphing to zest the resultect unenp loynent
problem by foreing the disperssl of the unemployed to other centers.
Coromuist success in sonsolidatisg their political position will
depend in good purt on row well the unezpleyment problem fe solved,

4+ Paper: There has been considerable Comanist demmnd for
currency papsr but 1itile for newsprint or other cheeper peper,
which can be produced in Chins, It is not sapected thet the pro=
pagends program of the Communiats will be eeri.usly impmived by
peper shortages,
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The unplesssnt but unescepuile conclusion rewsius thersiore
ihgtrﬁas Comsunists will be aile to sustaln their mili;ary'mnngt;m
uatil they contrel all of wainland Chins. The soricus woonv:io
problens indicated above will hendiosp the Comminists in carrying
ou¥ their sconozlc pregram and wake difficult the consolidation
of their control, but it is not sxpected thet these problems will
be sufficlent to csuse e change in oversll Chinese Commnist strategy,
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